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SOGEPET LIMITED 


Directors’ Annual Report 1976 


To the Shareholders of Sogepet Limited:— 


Activity during the year was directed to the Hudson Bay region of Canada and, more importantly, 
to the Chautauqua region of New York State, U.S.A. 


In regard to the Hudson Bay region, our activities were limited to geophysical data compilation, 
correlation and structural re-interpretation involving only modest field activity. This relative inactivity is 
forced upon us by the twin restraints of Government work moratoria still imposed upon much of our 
acreage and the continuing absence of new Government Regulations to replace those suspended several 
years ago for the controls of exploration on Federal off-shore acreage. 


Fortunately, we have been able to conduct an effective and successful exploration program during 
this interval in northeastern U.S.A., through our wholly-owned American subsidiary, Sogepet U.S.A. Inc. 


During 1976, as a 31.25% participant in the Chautauqua Group, we drilled three exploratory wells 
on two State leases, totalling 2,380 acres, in Chautauqua County, New York, all of which were successfully 
completed as Medina sandstone formation gas wells. To date of this report, three additional 
development wells have been drilled and logged but are not yet treated and tested. Drilling of 
development wells continues. The acreage currently held allows for the spacing of twenty production 
wells. This will be a new productive gas sector for the State and will be known as the Panama Field. 
Additional acreage favourable for Medina gas production is being secured. 


re hie 

The capital requirement for the development program is estimated to e $1.5 million Our portion 
of this cost will probably be financed by loans through Sogepet U.S.A. Inc. 

Gas marketing negotiations are expected to be finalized in mid-1977, and production from the 
Panama Field is anticipated before the end of the year. 

The Appalachian Group activity was restricted to seismic up-grading of the existing prospects and 
minor land acquisition during 1976. Additional geophysics and resumption of drilling on exploratory 
prospects are planned for 1977, and expansion of activities into western New York, Ohio, Pennsylvania 


and Virginia are under study. 


We enclose in this Annual Report a table of all exploratory acreages held as of March 15, 1977, 
both in Canada and the U.S.A. 


On behalf of the Board 


FRANC R. JOUBIN 
President 


April 4, 1977 


SOGEPET 


(Incorporated under tk 


Consolidated Balance Sheet - 


ASSETS 
1976 1975 
CURRENT: ee 
ASIN chess <a sea deeesodic suc G Nise cok Gnahos tobe dee sane tear aa teen ramen anaes naan ata atte eae ce nS eed $ 45,600 $ 32,091 
DICDOSIE ECCI DIS Hicdiascccdscccussndevsosnceascovouds teastnaescesurenss sober coe ctencsuseeeoeemneccscte tat 240,000 428,000 
ACEPUCR INTEFESE icsccc, eects ceeesncaccec eee ota ace re cae oe ote ee Sate rena eee 4,210 8,380 
ACCOUNTS FECE IVa DIET e iirc oo ere ces sactres sen saree atta seen Coes Seen ee Se 864 1,049 
290,674 469,520 
Work deposits on petroleum and natural gas exploratory permits (Note 3) 131,450 131,450 
GAPIVALWASSE]s: 
Petroleum and natural gas interests, at cost (Note 4) oo... eeeeeeeeeeees 78,883 78,883 
Deferred exploration and administrative expenditures 2.0.0.0... cesses 3,076,482 2,790,948 
Advances we drilling: prosaic eeeeeecrx coe tence tte reese eee - 27,718 


SDD ,305 2,897,549 


Less net proceeds from sale of interest in petroleum and natural gas 
exploratory: DEnmiltsi sas.ccee cess rete ee ene ne ae ee 317,500 317,500 


2,837,865 2,580,049 
Oreanizavlonceexpenses On SUDSICIATVasccteat ceeassorter cee eer ee eee Sya22 aoe 
$3,263,311 $3,184,341 


AMITED 


‘s of Ontario) 


ecember 31, 1976 
CLAB TEL TES 
1976 1975 
CURRENT: 
INC COUMES 2 DAV all Ciera seas rte renee ee peace ye etna erent ren aeneneee S$ 11,913 3 9/348 
Expenses incurred by The Consumers’ Gas Company for which 
company eshates-are to be sIssued. (INOTERS) sera tee ct ccs cee eerpener ese 863,440 787,035 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 6): 
Authorized: 
5,000,000 Common shares, without par value 
Issued: 
2756 3032 COMMONS lal Sart. nex 1. sere t ance atl seamiare sae taear reels 2,501,594 2,501,594 
MEET Ge othee ecxc vee oeeck cue tu saw och oos tae cae sex ee ean sce ca es tahoe tae em atacutas saeceds aeevesenceon eects capes 113,636 113,636 
De LOTS IY 6) 2,387,958 
eA 
707 > ———_ S—§ ——— 
VRS $3,263,311 $3,184,341 
See accompanying notes. ‘Y 4 


On behalf of the Board: 
FRANC. R. JOUBIN, (Director) 


ARTHUR E. WOOTTON, (Director) 


SOGEPET LIMITED 


CONSOLIDATED DEFERRED EXPLORATION AND ADMINISTRATIVE EXPENDITURES 


Year Ended December 31, 1976 


EXPLORATION EXPENDITURES: 


Hudson and James Bay Areas: 
Exploratory well: drilling and.related *COStS 22... cec.scec.-ccneoe-areeecossen’ 
Geophysical and geological surveys and Studies ..........::sceeeeeeeees 


Group exploration: “exp enanres esc seetscret escent scoeereneeye eres 
Less: other participants’? Saree ac.caccceree cess thos oameeerte est cetera neaeeoeese 


Companys share. of expenditures =... c.cccersesccrecest-ccaneere scars sceeaee soe 
Engineering and’ geological: SEnviCeS .c.trs-..n..:-csesec0ss-nonetetanescraveasse sees 
hease rentals %:,.2he:.....c-vecosstarsvessudceunosseatsousosncoaceaectoraca ucusshous ued deasens secanee 
Mis cellan GQUS 2 iceexserecescecrcos ey. ckcetseevesteante sane sastesme a cuercaree eee oaths ooeaees 


Appalachian and Chautauqua Areas, U.S.A.: 
"Exploratory -wellcdrilling stots cee meee enna ne eee ee 
“—=—Geophysical and geological surveys and studies ..........:scsseeeees 


Less other participants Share icine eee cee es ee 


Company /seshare“ot expenditures: ccs recat nyc ee 
Engineerina and eeological services a 1a. ec osc eee ee eae 
Lease rentals"and OnMUSES cox -cccc-c.ecs ee carecp oreo eos ee enneereceees 


Totalvexp lorationvexPemaituUress.caccccssat ce eee oe cece eee eee 
ACHIMIStFatiVe Ex DeMCiRUnes= ce Gn scsi ee eee cee eee re 


Less interest income 


Totaljexpenditures forthe: year, were pce cacee eee er cae eee ee 
Balance deferred, beginning of year 


Deduct exploration expenditures — outside ventures, written off to deficit 
Balance deferred vend ot-year: 42.2.4 <2 cae ee oe eee eee 
Summary of deferred expenditures: 
Exploration: 
Hudson.and janves Bay Areas ons.52.oc-coeteees seers reer eee eae 
Appalachian “and Chautauqua: Areasinn..st.0 cota es e renee 


| 
} 
! 
| 
| 


\ Administrative, net of interest income 


1976 


141,500 


141,500 


114,730 


26,770 
41,470 


174 


68,414 


510,646 


139,709 


650,355 


470,706 


179,649 
1,800 
18,812 


200,261 


268,675 
60,312 
328,987 


43,453 


285,534 
2,790,948 
3,076,482 


$3,076,482 


D2 ooo 
409,146 


ae, 097 


107,385 
$3,076,482 


1975 


$ 41,054 
292,745 


333,799 
286,151 


47,648 
35,536 
677 

1,453 
85,314 


102,465 
293,236 


395,701 
296,266 


99,435 
3,000 
24,281 


126,716 


212,030 
60,239 


272,269 
49,023 
223,246 
2,572,422 
2,795,668 
4,720 
$2,790,948 


$2,491,537 
208,885 
2,700,422 
90,526 
$2,790,948 


SOGEPET LIMITED 


CONSOLIDATED STATEMENT OF DEFICIT 
Year ended December 31, 1976 


1976 1975 
Balance, Der MING LOL VEal ws, eae ae Me ene ge epee ee ee ane Renn ERR, $113,636 $108,916 
Add: 

Expenditures on outside ventures written Off .......ccccccssescscssescscseessscssseescsesees - 4,720 
Balance wendiot. VCalieneae etna. comer Uae tre carta DeLee eee ee ee meee nee $113,636 $113,636 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
Year Ended December 31, 1976 

SOURCE OF FUNDS: 1976 1975 
IEEE STUN COT Cieacaca eet see ae eae eRe cot re nce Me aoe ah Ort Soc teare acoe ees eek $ 43,453 $ 49,023 
PSSENE Ola pital STOIC ire sesscsessess ou ea. tastes vadste orca Sorcery ete ate av ee RoR eet ~ 10,092 
DEposivon applicatiGn TOM Permits NEMUIMGeO lacs cc- eras ceettseees eee rc aero - 42,833 

43,453 101,948 

APPLICATION OF FUNDS: 

EXDIOratlonveXxpencitunres....csastaa sites ahs sctcesusssensescsesu'ecesactscanstvoasveceascoecatesecesuseous 268,675 212,030 

Less reduction, in: advances re. crilling PrOBtain <.scsc.eesnceveavereasvreccoceees.cocom: 27,718 39,169 
240,957 172,861 

AGIMIMistrative OXPemc ttn eS er cece seesetss cscs ep seuss te eats caters cee tansesuteutseasewsee ves 60,312 60,239 
WOME EI OSIES a. ccsa cask casvecece eetoneethaeceutecbeaacedasy ioiaka.stavhiieas ae onsdieavstedesooarassacarmecaontcaes — 61,000 

AON ANC SSEre, CHIME BO STALIN esc ccrenat cay ree snccs ewes we Pcau i ceecaseet cantante ssCnaek sees — 27,718 
301,269 321,818 

Less expenditures incurred by The Consumers’ Gas Company (Note 5). 76,405 82,383 
224,864 239,435 

ONrgaMIZAtlOn EXPENSES OF SUDSICIALY. ccisiscorssr-cenrecoeesnnevaansacsesnseeneetenevaecenevtercars+one - Done, 
224,864 242,757 

DIE CKEASCUIINWOFKIMG: GAN ICall ee s-5asszccs5 cose rey ve csevacsorcsnehesvisasesreven Coney reac erevessoauseashente canst 181,411 140,809 
Working capital, beginning Of Year ............ccecceceecrcrsrencserssesencessescestoseseseensessesenenss = 460,172 600,981 


Wiorlimercapital ene sOtsy Calprsctsnsecscc.scne-cdee ote nateere: cenenee ereeaa teen ct ear erences x... $278,761 $460, yD 


See accompanying notes. 


SOGEPET LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1976 


CONSOLIDATION: 


The consolidated financial statements include the accounts of the company and its wholly-owned 
subsidiary, Sogepet U.S.A. Inc. 


ACCOUNTING POLICY: 


As the company and its subsidiary are in the exploration stage, a statement of income is not 
prepared. Exploration and administrative expenditures, reduced by sundry income, are charged to 
deferred expenditures as incurred. The company’s policy is to make no write-off of acquisition costs 
and related deferred expenditures when only part of an area of interest is abandoned. The company 
considers the Hudson and James Bay region as one area of interest and the Appalachian and 
Chautauqua region as another area of interest; accordingly, no write-offs have been made for 
permits that have been abandoned. 


WORK DEPOSITS: 
Work deposits at December 31, 1976 consist of the following: 


Bank deposit receipts s. cceccescaececl toc otters eee ran een eee eee $126,500 
CASI APs ceca sae ieee acetate LOR 5 ste nin tere Sn an or, 8 ee ee 4,950 


$131,450 


The bank deposit receipts are pledged as security to the bank which has guaranteed $116,294 of the 
company’s promissory notes deposited with government departments in lieu of cash work deposits. 
These notes will be returned to the company in amounts equal to the allowable expenditures made 
within various stipulated time limits. 


The work deposits cover work requirements on acreage under government work variation order. 


PETROLEUM AND NATURAL GAS INTERESTS: 
Petroleum and natural gas exploratory permits, Hudson Bay region ............ $ 58,716 


Oil and gas leases, Appalachian and Chautauqua Areas, New York and 
PEAASVIValilaeicseiesccxt ete cece crores ce oes eemene etn ct ee ee ee mane eemene See tnes 20,167 


AGREEMENT WITH THE CONSUMERS’ GAS COMPANY: 


(a) Under an agreement dated July 20, 1971, The Consumers’ Gas Company agreed to spend 
$2,000,000 over the next three years on gas and oil exploration on licenses in the Hudsonand James 
Bay area in which the company holds an interest. Expenditures by Consumers’ to December 31, 


1976 amounted to $1,738,440. The time for completion of the expenditure of the $2,000,000 has 


Y been extended to December 31, 1977. 


Consumers’ is to receive, for the expenditures incurred, fully paid shares of Sogepet’s capital stock 
from time to time on the following basis: 


ZOU OO0sshaves ates i205 Der Shiabe m1 ni tery ote morte eee neers, $ 875,000 


: ; 500,000 shares Atep le o1OCh SARC emer : 875,000 
» wat 125,000 shares at $2.00 per share .x.. (YY... 250,000 
32> WOOT Anes gc ee nner ren eerste nee ean Aone ake pe oroan eco $2,000,000 
aN 
To December 31, 1976, the company has issued to Consumers’ the fitst 700,000 shares, at $1.25 per 
share. Sn 


eee 
In lieu of expenditures Consumers’ may at any time purchase any of the above shares that remain 
unissued from time to time for cash at the prices indicated. 


During the 60-day period after the expenditures have aggregated $1,750,000, Consumers’ has the 
option to subscribe for additional shares at a price equal to 75% of the average bid price per share 
during the 90-day period preceding the exercise of the option, so that it will own 51.75% of the then 
issued capital of Sogepet. 


During the term of the agreement with Consumers’ Sogepet may not issue shares or grant options 
for the purchase of shares without the consent of Consumers’ except that it may grant its officers, 
employees and directors options to purchase up to an aggregate of 85,000 shares provided that it 
grants Consumers’ the right to purchase an equal number of shares on the same basis. 


b= GAPITAL STOCK: 


The following is an analysis of the company’s issued capital stock as at December 31, 1976: 


Shares Amount 
EOC S aaa ere ec iin Ceara the ee he nus yn cance dade ees ee See et 1,314,303 $1,547,719 
BOTHS CIN GOS mr crcre steer ee encore na Ser ae 94,000 oes 
In consideration for subscribing for preferred shares ............... 150,000 7,500 


For expenditures incurred by The Consumers’ Gas Company 
(NOtens (aye ents heer eee ngs ek cee ees 700,000 875,000 


2,258,303 $2,501,594 


7. OFFICERS’ AND DIRECTORS’ REMUNERATION: 


Direct remuneration paid by the company and its subsidiary to the directors and senior officers of 
the company during the year amounted to $6,900. 


In addition, the company paid $55,004 to a corporation controlled by the company’s Calgary office 
manager for providing management services and for acting as the company’s professional and tech- 
nical advisor, and providing at its own expense, office facilities including staff for the company’s 
Calgary office. 


The company and its subsidiary also paid to a corporation controlled by the company’s president, a 
professional geologist, $6,000 for engineering and geological services, and $8,400 for head office rent 
and administrative services. 


AUDITORS’ REPORT 


To the Shareholders of 
Sogepet Limited 


We have examined the consolidated balance sheet of Sogepet Limited as at 
December 31, 1976 and the consolidated statements of deferred exploration and 
administrative expenditures, deficit and changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted 
auditing standards and accordingly included such tests and other procedures as we 


considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the 
financial position of the company as at December 31, 1976 and its activities and the 
changes in its financial position for the year then ended in accordance with gen- 
erally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


LAVENTHOL & HORWATH 


Chartered Accountants. 


Toronto, Ontario, 


January 31, 1977. 
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Group and Operator 


ACREAGE HOLDINGS 


Location — Gross Acres 


HUDSON BAY, CANADA 


Aquitaine Co. of Canada Ltd. 
—Operator— 


Sogepet 
and associates 


Sogepet Limited —Operator— 
Teck Corp. Limited 
Can. Homestead Oils Ltd. 


Mobil Oil Canada Ltd. -Operator— 


Sogepet 
and associates 


NEW YORK AND 


Seis-Ex Geophysical Ltd. 
—Operator— 
Sogepet 
and associates 


Seis-Ex Geophysical Ltd. 
—Operator— 
Sogepet 
and associates 


Hudson Bay — 
Central Off-Shore 


Hudson Bay — 
Northern Islands Group 


Off-Shore 
On-Shore 


All under Variation 
(Work Moratorium) Order 


Hudson Bay — 
North Central Off-Shore 


TOTAL ACREAGE: Gross 


PENNSYLVANIA, U.S.A. 


Appalachian Project 


New York and Pennsylvania 


Private Leases 
State Leases 


Chautauqua Project 


New York and Pennsylvania 


Private Leases 
State Leases 


TOTAL ACREAGE: Gross 


6,267,129 


5,173,508 
ais 
3,486,029 


1,550,061 


11,303,219 


529 
11,675 
67,204 


March 15, 1977 


Sogepet 
Net Acres 


413,630 


1,841,457 
107,512 
2,028,969 


Equity 


33.3% 
to 60% 


60% 


2.03% 31,466 


Net 2,474,065 
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